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Commodity Gategories#on the Tnternational Fxport Control Lists

The conclusions described below shoula ‘:ge considered preliminaw,and sub ject t?&e
more exhsusilve rese lzﬂrvgkianhaswaen Pos&j‘ ible within the time of the requestc
Since available mteggenca for some areas of the Bloc economy is more complete
than for others, the degree of confidence to be placed in the conelusions varies.
The following discussion is consequently divided into two parts: those commodity
groups about which relative cost information is reasonably certain, although |
prelimiﬁary, am% from those commodity groups for whick conclugicns about
relative cost are based on le::ﬁequaﬁe evidence, For those comodi':by \

groups not mentioned’ not even a priorl deductions about relative costs are posaible.
A

Tt should be remembered that even wit W commodity groups showing average:
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or low relative costs of production, any perticular comrodity item which nzy be
a prototype , enbodying advanced technology not employed in the USSR, should be
viewed as one of relatively high costs, Many {tems on the control list mey be'

of this nature. -
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1, Commodities of high production coste in the Bloc as compared to the US3

-
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Reasonably Certain Conclusions.

Coaxial Csble (1525)
Magnetic Materials (1631)
Aluminum (1636)

Cobslt (16L8)

Colunbium (16L9)

Copper (1650)#

Mercury (1655)
Molybdenum {1658)

Nickel (1661)
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For the above materials Bloc prices are high as compared with Western
prices; and Bloc costs (on the Western definition) are believed to be at 1east
equal to prices. High B‘I.oc costs are to be explained in terms of low quality
’2_ @Xé“é; inconvenient geographic locations, a 10\?\0&"@% capital equipment in
relation to laber, and *\rela.tively inefficient uvse of machinery.
2. Commodities i;f average cogts in the Bloe as compared with the US:
Petiiplemn product s
Low=carbon ferrochrome (3640)
Heaﬁ (basie ) chemicals_'(phenal 3753)

The petroleum and chemical Industries in the Bloc are modern and
well~equipped, the products on which they concentrate are prodﬁced as efficiently
as in the US, Both the range of petroleum products produced in bulk and
techniques of production in ﬁhe Bloc are the equivalent'éf' that in the US, with
perhaps some lag in Bloc technology in refining aviation gasolines.®* On the
other hand, wntil recently Bloc efforts have been concentrated on the production
of the basic chemicelsg the speclalty chemicals, of more eomple; proces}se’s ’
have only recently come inte production and in this sphere Bloc t«echno'.lfog‘r appears
to lag behind the US, Bloc costs to be high as compared with US costs.*

B, Very Preliminary Conclusions (based on less than adequate evidence)

The following conclusions are based primarily on price Mformatioxi, with
1ittle knowledge of Bloc costs against which to test price ratios. : |

1. Commodities of probably high pz;oducti.on costs in the Bloc as compared
with the US:

Ghemi;:als other than basic chemicals: (1732 hydrogen '
peroxides 276L toluolsy 3715 borax ¥

Alloys eerrying specified percentages of molybdenum, .
cobalt, columbium, tantalum and nickel. (1635)
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Aviation gasolinewust (1773)
Precision bearinggiwi (1601)
Seamless steel drill pipe.(1154)

R See A~ above,
st See Bw3 below. 3
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2. Qommodities of probably average production costs in the Bloc as

comparad with the US:
‘ Communication and locating equipment#
Electronic Componentsi
Measuring and testing equipment#
Electrical and Power generating equipments
Trucks (1450)
Steel Blooping Millss
Barium Nitrate (1713)
Boric Actd (TSN .
Welded or seamless Steel line pipe (2154 and 313h4)
3. Jommodities of Probably low production costs in the Bloc am compared
with the US: | 6“;}‘.&'
Horizontal Boring Mills, 75 & 85 (2003)**»"

Antifriction bearingsusnt (1601)

U

(

# HMany items not on the control 1list are included in these groupss specifie
commodities on the contrel list in these groups may be of higl relative cost.
#t  See Appendix IV

**ﬂ See Appendix IIlg ofher machine tools on the control list availsble
evidence is insufficient rfolva guess.
See B-l abova, L
o ) SeEuCRaleT
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Mathodology

In order to estimate the economic benefits which the Bloc does, or would,
derive from EasteWest trade in various commodity groups, 1t would be most desiresble
to compare production costs in, that Bloc country which is the lowest cost prod'ueer‘
in the group wit_{; costs of tﬁé iowo'cost producer in the West, Intelligence re-
lating to Bloc costs of production, however, is very scarce, spotty in coverags and
in most cases quaii.tativa rather than quantitative in nature: Existing information
of various kinds has been drawn upon in this survey. Wheres information on relative
prices exists, it has been used in the absence of cost data, if thers were any
supplementary knowledge indicating that, on the whole, the price of this compmodity
in the Bloc is closely related to cost. If, for example, a ruble-dollar pribe ratio
indicated that comodity X is of high relative price in the Bloc, and if it .is
believed that cost is at least equal to price, then it follows that relative costs
must be high also, ﬁiﬂtﬁ the price ratioc is law, (or average) ir thig
industry is an established 1nduat.ry using mass production techniques to tum out
commodities of good quality, 11' there is no evidence cf subsidies, then it can
be deduced that t,his is a comodity of low (or average) relative costs, If the
commédity in question :Ls one wh:lch embodies advanced technolog 1n the Weat,,; and ir
it is not produced 1n the USSR, by definition it would be of high relative cost
because of the res,earch an_d- demlopmnt expenses which the Bloc would have tp incur
to produce it R R ;:

Existing priue mfomtion reldatss almost ent.:lrely to the year 1950, bo%h for
ruble prices and dollar pricea. In assigning comodities to cost eategoriea price
movements since 1950 have been considersd; gince only li’ctle is known about. curren"c
prices in the Blou, however, t.he resulting margin of error may be sizeable, ; Only
three broad categoriqﬁ of ,ca_‘at, therefore, are Just__ified;:_ a more precise ran_king' is
not possible, IR = N : i | '

5
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Cost information on machinery items in particular is not only difficult to
obtain, but even when once obtained, whether cost data for the US and USSR are
comparable depends on the components of cost in each case as well as on the come
parability of the items whose cost is being compared. A machine typically constructe-
ed on contract to do a specific Job in a sﬁecific location is likely %to be different
in some regard from every other similar machine custom-produced, Moreover; such
equipment is most often produced in plants which turn out a nﬁety of productss in
these cases the spportionment of overhead is always somewhat arbitrary and such
practice may vary among producers in the US as well as between US and USSR producers.
Such ambiguities in the meaning of cost, as well as in the relation of prices o
costs, which are still unresolved, imply that conclusions about the relative costs
of production of most machinery items are only informed guesses, highly tentative,

and subject to considerable change with further research.
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Production of copper in the USSR, which appears to be the lowest cost producer
in the Bloc, is of high relative cost compared with the US for three reasons:

(1) the nature of copper mining operations in USSR compared to the US (2) the lesser
quantity and quality of machinery used (3) the lower efficiency with which machinery
is used, Jn addition, copper costs in the USSR would be high relative to costs in
the lowestwcost producers in the West (Chile and Rhodesia) because of the lower
quality of the USSR copper deposits. On the average in the US 100 tons of ore

must be processed to obtaiﬁ one ton of metaly in the USSR only about 90 tons are
required per ton of metal. - US ores, however are of fairly low quality. In
Rhodesis only about hO tons of ore would be required for one ton of metal, while in
Chile about 80 tons of ore would yield one ton of metal.

(1) The process of mining éopper in the USSR imposes higher costs on Soviet
copper production than is the .ca'se ‘in the US, because cépper mining requires pzi-imarily
difficult underground operations in the USSR as compared with primarily operi=pit
operations in the US. The Soviet Union has only one sizeable open~pit mines well
over one half of Soviet copper output :I.s based on t.he more costly underground
operations.

(2) While the Soviet Union does not lag behind the i\'e"st‘ in technological
knowledge_ relating to theminin gand processing of copper ores, 1t does lag behind
the West in the application of this technology.. 3oth open-pit and underground opera-
tions are less mechanj.zed in the Soviet Union and many of the machine type's: currently
used in the USSR are obsolete by US standards. In genersal, more labor and less

capital is used per unit of output in the. USSR than in the West.
(3) Vot only is somewhat outmoded equipment used in the USSR, but in addition

the efficiency with .hich th_is machinery is operated and maintained is lower than
in the West, Metal recovery f‘rom ore is lower by S or 10 percent.

L 8
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Thus, the comparison of primarily underground operations in USSE aga %11

open=pit operations in the US, the fact of inferiof quantity and quality of the
machinery used and the lower efficlency with which it is used, supporit the conelud on
that copper is an undustry of high relative cost in the USSR,

Bwaﬁsa of high materisl coats, costs of producing copper wire ini the Soviet
Union are liksly to be high in relation to costs in the West., Also a higher rate
of rejecta, (poorer quality control) contributes to higher relative USSR costs.
The USSR is currently experiencing a shortage of wire-mill equipment which proe
bably will be alleviated, at least in paﬁ;, by imports from “ast Germany. Apart
fvom the cost of copper, however, and poorer quality control, there is no other

apparent reason for production costs of copper wire 4o be relatively high.

9
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Very scant information suggests that horizontal boring mills are produced in
the USSR as efficiently as the average of Soviet mechine tool output. For the
machinery items in which they have concentrated, costs and prices both have fallen
by about, 50 percent over the past 5 yeérs., Even in 1949, hawéver, when Soviet
prices were considerably higher than they are currently, ruble-dollar price tatios
for machine tool items were among the lowest for all commodity production,

Currently 85 and 110 mm, models of horizontsl boring mills are estimated to
beax price ratioez in the range of 3 to 5 xubles to one dollar. ‘Thug; even if prics
in the Soviet Union is only one-half of cost, which presumption seems mosy un=
1likely, horizontul boring mills are produced et no more than average relative
costs, &nd 1t is more probable that they are of low relative cost.

for the most sdvanced types of machine tools, including the larger models of
horizontal boring mills, we have no price or cost information. Moreover, available
intelligence lecks a complete desqription of many Soviet models of machine tools,
thus making comparison with US models, at least in part, somewhat arbitrary, Ever
where complste specifications of Soviet models are available, Soviet machines are

often different in important details from IS or other Wegturn counter-parts,

- 40
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Appendix IV: Rolling Mills -

Not only is information on both prices and costs for ,Soviet rolling mill
equipment virtually non-existent, but the problem of comparing thesge eusiomu
manufactured items is complex. For the following major categories of ferrous
and non-ferrous rolling mills no data are available: hot and cold continous
sheet and strip, bar, rod, pipe, wheel, wire, fail-structural, plate and temper
mills,

Tn the remaining categwy of bloom, billet, and slab mi.lls a crude compa‘fi»
gon of 1950 ruble and dellar prices indicates a price ratio in the range of

average relative prices, The mill for which a ruble price is available iz a U0

" inch, tuu high, reversing blooming mill weighing Lhs6 metric tons. This price

ratio is about the same as that for genera.l industrial equipment (USSR producte-
mix), #s would be expected in view of the guccessful results in blooming mill
cénstruction achieved by the Soviet machiné builders. Since there is n0
evidence of subsidies, it can be tentatively concluded that blooming mills.
avre of average cost in the Bloc as compafed with the west. |

On the other hand, it can be deduced  that other types of rolling mills
would be at least of somewhat. higher relative ods'bs in the Bloc., The West
has had far grente:' -experience in constructing both hot and cold eontinousy
strip mills, Hhic.h entail ‘wery complex production techniqnesg These and some
other types of rolling mills have only recently come into produetion in the
Blocs not all thoae which have been produesd embody ‘the degme of advanced
technology found 1n We%em equipment, This hf.ter would be espec:lany tme of
cold rolled mills. for which sensitive controls ars necessaryo The 't,entative
conclusion can, therefore » be drawn that, a,mong ‘bhe various types of roll:lng' |

wills 9 continuous hot and cold nills are of high relative costs in the E!.oco |
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" Appendix V: Shipbuilding -

Widely seattered information relating to the cost of production of a few
ocean-going and harbor craft in the USSR, together with qualitatlve informaticn
about the nature of shipbuilding operations in %he Soviet Union, suggest that

shipbuilding is an indusﬁry of average relative costs in the Bloc as compsred with

the West,
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Appendix V: Shipbuild

Widely scatiered information relating the cost of production of a few

the West.

E The fact that the USSR hAs\been importing wvessels from the West despite

beins able to produce shipy efficiently is a metter that is unexplained, j
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